The Impact of 1992 on European Integration and Relations with the United States
The German Foreign Minister Hans-Dietrich Genscher recently put forward the other side of the case: "When we tear down the barriers within the EC, we shall not erect higher barriers to the outside worldon the contrary. An internal market does not mean more protectionism spread over a larger area, but greater scope for development with more openness to the outside."
In Europe there is widespread agreement in the assessment of the problems facing the world economy. Unemployment in Europe is high and shows hardly any prospect of improving. Economic growth has been disappointingly slow, but some market improvement can be recorded for 1988. Only inflation appears to be under control. It is to be feared that Europe will lose its competitiveness in certain areas vis-&-vis Japan, the United States, and some developing countries as well. Not only the developing countries but also their trading partners are suffering as a result of the intractable Third * President of Landeszentralbank Hamburg and Member of the Central Bank Policy Council of the Bundesbank. This article -which expresses the personal opinion of the author -is a revised and slightly shortened version of a speech given as Regent's Lecture at the University of California at Berkeley, USA, on October 12, 1988.
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World debt problems and the stagnation that they cause. For years there has been concern about the ability of the USA to cope with its twin deficits, and about the consequences for the world economy of a continuation of present policies or of a decisive change in direction.
What opportunities are open to Europe in overcoming the problems of slow growth and unemployment sometimes referred to as "Eurosclerosis"? In my view, two complementary approaches must be developed. Firstly, active growth and employment policies must be adopted which strengthen both supply and demand. Secondly, the idea of a single market must be supported with the aim of revitalizing Europe and by that way helping to reduce the global trade and current account imbalances.
In keeping with its topic, this article concentrates on the second one, i.e. on the intentions and problems associated with the single market. As Herr Genscher said recently: "In the European Community a process of virtually inconceivable dynamism is taking place -this process is now irreversible. The Single European Market will be an engine for growth in the world economy and above all in the whole of Europe. The development of the European Community is an expression of the desire of the European democracies to assert themselves." And the German Vice-President of the EC Commission, Karl-Heinz Narjes, has described the European Internal Market as the greatest deregulation project in recent economic history.
With the introduction of the Single European Act on 1st July, 1987, the EC member states committed themselves to the creation of a European Internal Market by 1992. The term internal market is used to describe the Community as an economic region without internal frontiers in which the free movement of goods, services, persons and capital has at last been realized. A broader definition has also been under discussion -in other words, a European economic region which also includes the EFTA countries Switzerland, Austria, Finland, Norway, Sweden and Iceland.
Concrete discussions about the internal market project go back to 1982. A major stimulus was the "White Paper" put out by the EC Commission in 1985. This "White Paper" is remarkable for two reasons: Firstly, it describes Europe's enormous deficiencies in terms of integration, and contains a precise timetable of all the measures necessary between now and 1992 in order to realize the single market. (This timetable by the way accounts for no fewer than 6 pages!) Secondly, the White Paper devotes only one single sentence to implications of the single market for the Community's policies of trade with non-member countries. It reads: "In addition, the Community's trading identity must be strengthened, so that other trading partners will not be offered the benefits from the enlarged Community market without themselves being forced to make concessions."
Still a Long Way to Go
It may seem surprising that the Europeans have only recently resolved to create a Single European Market. Last year, after all, the Community proudly celebrated the 30th anniversary of the Treaty of Rome -which marks its foundation -and the "four freedoms" enshrined therein -the free movement of goods, services, people and capital within the Community.
It is for quite a number of reasons that Europe has not succeeded in achieving full integration so far. However, significant moves have been made. For instance, customs duties between the EC member states were abolished 18 months ahead of schedule. Quantitative trade restrictions have been significantly reduced, and a common external tariff has been in force since 1st July, 1968. Mention must also be made of the Community's common agricultural policy, even though it is still beset with serious problems. But there is still a long way to go before a single market is created. In the White Paper referred to above, the EC The EC Commission has so far put forward some 210 proposals, 80 of which have already been adopted by the Council of Ministers. Following approval by the Council -if necessary, this can in most cases be done on the basis of a majority vote -directives must be transformed into national law. This democratic process takes time, and not least for this reason it will not be easy to meet the deadline in 1992.
A Heterogeneous Set of Countries
Sometimes one loses sight of the fact that Europe is still a heterogeneous set of countries with different cultures, languages and religions, different levels of prosperity and economic development, and different economic structures. The member states also differ radically from each other in terms of social welfare legislation.
For example, worker participation arrangements vary from country to country, as does the legislation governing unfair dismissal, industrial health and safety, health insurance, and pensions. There is general agreement that the high level of social welfare enjoyed Annual subscription rate DM 120,-
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